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Future of the Automotive Industry

There are several reasons why the development of an automotive industry in

China will come slowly. Most 1mportant of these is the need for other industries.
Yo company ean bulld an automobile wikhout the help of a dozen or so other well-
egtablished companies, Sub-contracting 1s absolutely essential. Any effort by
the Communilsts to develop an automotive or aircraft industry without first
developing industry as a whole will fail, Where the Nationalist government was
slov to subsidize industry, however, it seems that the Communists are quick to
do so, and subsidization is essential to the bullding-up of industries in Far
Eastern countries. Let me take pre-World War II Japan as an exemple. The
Japanese govermment, in searching for a way to build up domestic automobile
production to compete with foreign imports, found that it hed to subsidize not
only the maker but the purcheser of the car, In other words, as a reward for
buying a native cer, the buyer was granted & big price cut. Then, as the industry
began to pick up speed, the subsidies to buyer and manufacturer became smaller
and smaller. Just prior to the war, the Chinese government was planning on
taking similer action on a much smaller scale. After the war, of course, it
lacked the funds. It would seem possible to me that the present Communist
government might encourage domestic menufacture of automobiles if 1t felt that
there were a large enough market. The following fectors, however, limit the
Chinese market:

a. Lack of skilled labor. Everyone wants to be a businessman
or merchant, The existing skilled factory labor 1s probably
being utilized in militery production. In 1947 most factories
were trylng to set up training programs which would make
factory work more atiractive.

b. Road conditions. Until improvement of roads makes long-distance
driving more feasible, the demand for cars will stay light.
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¢, Restricted market. It is my gucss that only government
officials, military officers and plant managers can now
afford or he entitled to automobiles. The Communist
economy does not lend itself to automobiles for the civi- 50X1
lian population,

50X1
Existing Automotive and Internal-Combustion Engine Industry
2.
3. The Jaoane se, during their occupation of China, set up a factory in Tientsin 50X1
for the manufacture of a sort of three-wheeled motoreycle truck with closed 50X1
cab. | | ''he Chinese

government took control of this factory after the victory and later sold it,
to a private grou

Since it 1t utterly impossible o manuracture motor 90X
Ié?‘Iﬁ‘Uﬁfﬁé‘éf‘afﬁgoflt,\ \either the Chinese Commumnist 50X1
gove:nment ie spending 'a great deal of money to keep these plants in operation 50X1
or[::::]they}have[:::ﬁcloued down, 50X1 50X1

I,

5. Concerning the manufacture of other types of engines, 50X1
there was an aircralt engine plant built in caves in Yunnan F* %
which opersted during the war,

it was primarily an assembly plant. 50X1
50X1

6. uhanghaj is the logical place for .the development of an automotive industry.

First of all, belng the largest city in Ch§—z 1t has enough manpower. 3ccond,
becauge of Chiao Tung University

it has enough engineers. r ) it £ a transportation center, being
open to rail, sea and overland traffic. The main drawback,. hovever, ic thot
Shanghai produces nothing in the way of raw materials, It has béen an industrial
center in the past nurt]y because raw materials were usually imported. Hith the
recovery of Manchuria, it may be ‘that some of its steel will become aveilable
to Chine if it is not all belng diverted to the USSR, Tientsin, being closer
to the iron and coal nroduc1ng areas, is Shanghai's greatest threet to industrial
leadership. S . e 50X1
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Chiao Tung University

Chiao Tung University is worthy of mention rere vecuuge its personnel anc
graduates will dnevitably olay & purt in tac develgoument oi’ Chinese intevral
OO]ﬁusilmn engine meoufacture. Tocated in i‘hanghal, Chico Tung,
remost technical collepes in China, The cnly otaer college
to compare with it, in Tact, ir Tsing lua Universityy in Peis
larger and not execlusively devoted 4c technical studies, \ ‘

given in the following subJject: : mechanical engineering, ¢i.l
wineering, aeronavt’czl engineering, textiles, niw

inistration {copcentruting cn railreed adminis.y

ce (phyeicn, cheristry, mathematicr.) Abgut 1000 studentr were

in A8 The aersnoutical engineering depnoriment waor o added sfvis Lue

tudeny dv Chiso

were
inc,

fracnater were hired by the govermient. ‘'the
: nffered three aptions for bhio raior fiels
m1t4wotlve engii + {eutonotive or eervomcutical): locomotive cx
indnstricl engineevins, widesvread smong tie studdnbe wac & feelin
best rtnCeﬂt should =n into engineering, the next mest into baszic
the voret +to buciness edministration. Chico Wwung will probably cr
the Cnmmunm‘ts 4o provide the povernment with ite deot auuomotlvevzu-
asineers. Any atter »t to establish a big rutomotive industry would Teu

is university.
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The Market of Tublic Transgortetion

There has nlways becr a need for more and better vahicles in the penlic @eans-
wrtation syetem of cvery city in China, end it in:ossiple that the Comar. ot
vermment will try to sstisfy this demand through idomestic msnufecture. - iie 50X1
. trencportation <ystem will nececrarily [::::]eXﬁere. ‘ihere, o
v II, the Ffhenghei Tramwey Compeny vith a t-olley anc troll
Shenghed Omnibuz Lompany with a bus tleet provided fairly o
th imported eoud During the war, howvever, the Jatao
a ; of *he Shanghei Onnibhus Canpany ahoard a Shir For
1o south Pocific wort. The p wes torpedoed, axd Omnious was o
get compencotion. S fter the war Omnibue, belng bugirupt, Lost itz
and a privote groun cuickly bought ue over 00 US A Dodgme truck:
itoelf as the Shanglel Wransit Company, ¥y lengthaning the truck ¢
mounting ' i body on ecch of the Trucks, this company vas &
i ITeOU into comaigsion. 4 fev secondhand vhite scoool
A4 oot dato use. The converted trucks weve gtill tne
neportation t
for many wore years. Concideriny thot 3hepghal probaonly
séern trancoHortetion systers in Jlina. il zeens a certain
1 countrv-wide merket for new bure:r . thig seems to be the
the suerticn of whether or not Chrna wilk scon egtart grod
piles,
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